
UPDATED - Explanation of a Prior Period Adjustment for 
the Fiscal Year 2023-2024 Financial Statements 

Purpose: 

This document serves to provide a detailed explanation of a financial discrepancy discovered 
during the audit of the fiscal year 2023-2024 financial records.  

Explanation of Discrepancy #1: 

The discrepancy originates from an expenditure transaction for National Night Out food and 
beverage in the amount of $145.14. The purchase was made on September 27, 2023, within the 
fiscal year 2022-2023. However, due to the bank processing timeline, the transaction was not 
posted to the city's bank account until October 2, 2023, which is after the beginning of the 2023-
2024 fiscal year.  

Because the expense did not appear on the September bank statement but was understood by City 
Administrator, Rebecca Howe, to be a September 2023 expense, it was inadvertently omitted from 
the monthly financial reports for fiscal year 2023-2024. As a result, the reported cash balance was 
overstated, and expenditures were understated by the same amount. Due to the delayed preparation 
and submission of the Audit files to the Village’s Auditor, the discrepancy was not found in an 
expeditious manner.  

Impact on Financial Reporting: 

The omission of this $145.14 transaction has the following impact on the fiscal year 2023-2024 
financial statements: 

• The reported cash balance as of September 30, 2024, was overstated by $145.14. 
• The reported expenditures for the fiscal year were understated by $145.14. 

This error is considered a material discrepancy that requires a formal correction. 

Proposed Solution: 

To correct this error and provide accurate financial records for the audit, Ms. Howe will perform 
a prior period adjustment. This is a standard accounting procedure used to rectify errors from a 
previous fiscal year in the current period. 

Ms. Howe will not alter the original monthly financial reports that were previously approved by 
the Board of Aldermen, as these are considered official historical records. Instead, the correction 
will be formally documented in the fiscal year 2023-2024 financial statements, which will be 
restated to include the missing expenditure and the corrected beginning fund balance. 



This restated annual report will be submitted to the auditor for review and approval. The auditor 
will also be provided with all supporting documentation, including the original and amended 
monthly reconciliations, and a formal memo detailing the adjustment. 

 

and a deposit recorded twice in March 2025 and April 2025 financial reports in the amount 
of $3,733.31 

Explanation of Discrepancy #2: 

The discrepancy originates from a deposit recorded twice in March 2025 and April 2025 financial 
reports in the amount of $3,733.31. The deposit was drafted at the end of March 2023. However, 
due to the bank processing timeline, the transaction was not posted to the city's bank account until 
April 2, 2023.  

Due to oversight by City Administrator, Rebecca Howe, the deposit was recorded to both March 
2025 and April 2025 financial reports. As a result, the reported cash balance was overstated, and 
water billing income was overstated by the same amount. Due to the delayed preparation and 
submission of the Audit files to the Village’s Auditor, the discrepancy was not found in an 
expeditious manner.  

Impact on Financial Reporting: 

The double recording of the $3,733.31 deposit has the following impact on the fiscal year 2023-
2024 financial statements: 

• The reported cash balance as of September 30, 2024, was overstated by $3,733.31. 
• The reported water billing income for the fiscal year were overstated by $3,733.31. 

This error is considered a material discrepancy that requires a formal correction. 

Proposed Solution: 

To correct this error and provide accurate financial records for the audit, Ms. Howe will perform 
a prior period adjustment. This is a standard accounting procedure used to rectify errors from a 
previous fiscal year in the current period. 

Ms. Howe will not alter the original monthly financial reports that were previously approved by 
the Board of Aldermen, as these are considered official historical records. Instead, the correction 
will be formally documented in the fiscal year 2023-2024 financial statements, which will be 
restated to include the missing expenditure and the corrected beginning fund balance. 

This restated annual report will be submitted to the auditor for review and approval. The auditor 
will also be provided with all supporting documentation, including the original and amended 
monthly reconciliations, and a formal memo detailing the adjustment. 



 

 

Recommendation for enhancing internal control: 

This error has brought to light a need to strengthen internal financial controls to ensure the highest 
level of accuracy and transparency in reporting. To address this, staff will begin submitting all 
monthly reconciliations directly to the Board of Aldermen for review and approval. This new 
process will provide greater oversight and confidence in monthly financial reports. 

In addition, staff recommends formally updating the Village's Financial Policy to require that all 
audit documents be submitted to the auditor by November 30 of each year for the previous fiscal 
year. This will create a clear deadline, streamline the annual audit process, and help prevent future 
discrepancies.   

 


